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Pace Student
Vol. VI

New York, December, 1920

A CHRISTMAS MESSAGE
T E PACE STUDENT once more brings to its
H
readers a Christmas message of good will and
good cheer. Earth-bound cares and problems—
from these the Christmas spirit will soon give
us brief surcease. Instead, we shall uncon
sciously lift our gaze to the summits where
abide the real verities that insure happiness
and give it permanence—aspiration for noble
deeds, faith, love, self-forgetfulness, charity toward all. We shall
learn anew the real joy of giving—not of our material possessions,
necessarily, but of ourselves, our mellowed hearts, our sustaining
counsel.
And this resolve to give of ourselves freely, gladly, self-sacrific
ingly—let it not be confined to the Christmas season. Rather,
let it define our ideals and direct our actions throughout the new
year soon to be born. Heavy burdens—governmental, business,
professional, social—await human carriers that aresure of foot, clear
of eye, calm of purpose. It is a time when every man and every
woman who believes in social order, in equal opportunities for all,
in progress by evolution rather than by revolution, must justify
that belief by personal action—sustained, self-effacing action.
Clear-visioned leadership is demanded, and stalwart soldiership
as well.
Therefore, The Pace Student, at this Christmas season of 1920,
sounds for its readers—students, graduates, executives, faculty,
and other friends—the clarion note of high-minded technical and
executive service for the good of community, state, nation, and
world; for it is this kind of cooperative service, of self-giving—
especially on the part of educated men and women—which will
eventually make the world the permanent abiding place of
“Good Will to Men.”
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Account
ing for
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Tung
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Industry
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G. F. Stack
house, Jr.,
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Institute,
New York

B FORE proceeding
E
ground and leached, treated with
at once with our
ace tudent acids, dried, and reground. This
process completes the first stage,
subject, it may be
December, 1920
the resulting product being tung
well to say just a
word or two about the economic stic oxide. The oxide is now mixed with a
and commercial aspects of tung reducing agent and heated to a very high tem
sten with which the average perature for several hours. This operation
person is not very familiar. drives off the oxygen, leaving the metal itself
Tungsten is one of the elements, and, until which is allowed to cool. The metal is ground,
comparatively recent years, was considered one washed, dried, and reground, thus completing
of the rare metals, but is now used in large the second stage of the process.
quantities for a variety of purposes in the indus
The accounting procedure following refers
tries, principally as a powder in the manufacture only to the methods necessary to obtain factory
of alloys and for hardening steel. It is a hard, cost, as administrative and selling costs have
gray, brittle metal, but when wrought, becomes not been considered within the scope of this
tough and almost white, ana is used in the discussion. It is therefore advisable that the
manufacture of wire for incandescent lamps. factory accounts be carried in a separate fac
It is a constituent of many minerals, but is pro tory Ledger controlled by the General Ledger
duced, commercially, chiefly from wolfamite, of the organization.
The factory should be departmentalized, each
this ore being found in many localities, mainly
in Australia, Bolivia, China, and the United operation or group of operations being per
States, and in lesser quantities in England, formed in a separate department, and the de
Portugal, Germany, Argentine, and the Malay partments so arranged and coordinated that the
States. The metal is found in its natural state raw ore may enter the process at one end of
as an oxide in combination mostly with iron, the plant and the finished metal be taken from
manganese, or calcium, and the value of the the other end with the minimum of transpor
ore depends to a great extent on its percentage tation through the various departments. Each
of tungstic oxide, which varies, ordinarily, from department should have a symbol, such as a let
40 per cent. to 70 per cent. Sales and purchases ter or numeral, for ready identification in the
of the ore, which is usually concentrated at the accounts and records.
It is advisable, and, in fact, necessary, from
mine and sold as such, are made at a certain
price per “ net ton unit,” which is the equivalent the managerial and chemical standpoint, to know
of twenty pounds of tungstic oxide, so that the costs and reduction efficiencies of various kinds
buyer pays only for the quantity of oxide in and grades of ores, and the job-order system of
the concentrate, as determined by chemical costs lends itself more readily to the collection
analysis. In the same manner, the tungsten of these data than the process-cost system. Fur
powder is usually bought and sold on the basis thermore, with the former in effect, process
costs are easily obtained, whereas, vice versa,
of metal content.
The process of reducing the ore to metallic job-costs could not be obtained. With this
powder consists of a series of operations, which, object in view, each operation of the process
while simple in themselves, require very care should be assigned a number, and each batch
ful painstaking attention and manipulation, in of ore as it enters the process should likewise
order to obtain the maximum efficiency. There be given a job number, so that material and
are several reduction processes, the majority of labor charges may be properly and accurately
which, however, are based on what is known as allocated. Thus, if a ton of soda were needed
the Oxland process, consisting of two distinct for the fusing operation of Job No. 106, the
stages: first, the separation of the oxide material and labor charges would be recorded
from the ore or concentrate; and, second, in the cost accounts under No. 106-3, the first
the reduction of the oxide to metal. The number denoting the job as a whole, and the
first stage may be subdivided into four second, the particular operation. The labora
or more operations, and the second into tory will sample and analyze each batch of ore
two or more, depending to a great extent entering the process and each product of the
on the chemical properties of the ore. The ore various steps during the reduction, in addition
or concentrate is first ground, roasted, and re to the final product, so that if the analyses are
ground, mixed with soda in proportions deter recorded in the cost records, a complete and
minable by chemical analysis, and fused at a detailed report of costs and efficiencies may be
high temperature. The fused mass, which is presented which will be extremely valuable to
now sodium tungstate, is allowed to cool, then the management.

P

S

2

[Forward to page 9

ANY Pace graduates
Arthur W.
who are already on the
Hutchin
ace tudent
high road to success
son,
December, 1920
are young men—a con
C.P.A.,
siderable
number
(N. H.) scarcely more than boys, in point by the common carriers for trans
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of years.
A Pace graduate who
comes to mind in this connection
is Arthur W. Hutchinson, who,
though only twenty-three years old
now, has secured his professional
degree, and is a valued member of
the technical staff of one of the
leading Accountancy firms of the
East.
Mr. Hutchinson was born in Lon
don, England, in 1897, and was edu
cated in the English public schools
till he was fourteen, when he ac
companied his parents to this
country.
The Hutchinson family finally
settled in Los Angeles, California,
and Arthur went on with his ele
mentary school education at the
Custer Avenue Intermediate School,
Los Angeles, from which he was
graduated, in 1913. This was the
end of the young man’s day-school
education, as he then secured a po
sition as office boy in the Passenger
Accounting Department of the Atch
ison, Topeka & Santa Fe Rail
road, Los Angeles. He remained
with the railroad till June, 1917—
a period of four years, during which
time he had gradually advanced un
til he was finally put in charge of
all the passenger accounting rec
ords for the lines west of Albu
querque, New Mexico.
These four years were also pro
ductive in respect to studying, for
the young railroad accountant
steadily attended the Polytechnic
Evening High School in Los An
geles, specializing in mathematics,
in an effort to acquire the equiva
lent of a high-school education.
After finishing this course of study
—it was now January, 1917—Mr.
Hutchinson began the Pace Ac
countancy Course at the Los An
geles Y. M. C. A. He finished Se
mester A and passed the Semester
examination which is given in the
royalty schools.
In June, 1917, he enlisted in Bat
tery F, First California Field Ar
tillery, later, the One Hundred and
Forty-third U. S. Artillery, and
went into training at Arcadia, Cali
fornia. A second medical examina
tion showed that he had an athletic
heart. Accordingly, he was trans
ferred to the Q. M. C. and sent to
Washington, D. C., being assigned
to the office of the Zone Transpor
tation Officer, where he was en
gaged in auditing the bills presented

S

porting troops.
Mr. Hutchinson
continued to do the above work ununtil September, 1919.
While in Washington, Mr. Hutch
inson completed the Pace Course
at Pace Institute, Washington,
making an exceptionally good rec
ord as a student. From September,
1919, to January, 1920, he was in
the service of the Income Tax
Unit, Bureau of Internal Revenue,
Washington, from which he re
signed in order to accept a position
with Scovell, Wellington & Com
pany, certified public accountants.

Arthur W. Hutchinson, C.P.A.
(N. H.),
Member of the Technical Staff of
Scovell, Wellington & Company,
Certified Public Accountants,
Boston, Mass.

Being assigned to their Boston of
fice, he took and passed the Pace
final examinations at Pace Institute,
Boston, and received his certificate
of graduation. A month later—in
May, 1920—he passed the examina
tion prescribed by the American
Institute of Accountants for the
C.P.A. degree for the state of New
Hamsphire, receiving his certificate
on July 31, 1920.
The above is a bare outline of
Mr. Hutchinson’s business and pro
fessional progress thus far. The
3

success that he has already attained,
while impressive in itself, points
the way to even greater success for
the future. As a matter of fact,
Mr. Hutchinson has just begun to
prove the mettle that is within him.
A few significant facts about Mr.
Hutchinson are now called to the
attention of the readers of The
Pace Student—especially the young
er readers.
In the first place, he has proved
that a young man can get an ade
quate academic education if he is
willing to study evenings.
In the second place, he has proved
that the Pace Accountancy Course,
supplemented by practical experi
ence, quickly establishes a definite
market value, regardless of age.
In the third place, he has proved
that, with young men as with those
of more mature years, the funda
mental quality that underlies ad
vancement and success is “ stickto-it-ive-ness ”—pertinacity of pur
pose.
As for personality, Mr. Hutchin
son is modest and retiring, prefer
ring to let what he does rather than
what he says furnish the index to
his technical knowledge and his
ability to assume and discharge re
sponsibility—a point of view that
usually develops a reputation for
dependability and self-reliance.
Mr. Hutchinson’s experience is
like that of hundreds of other Pace
students, some of whom have been
mentioned in these pages from time
to time. He first increased his ca
pacity to understand business; then
increased
responsibilities
were
given him; and, finally, he found
himself facing a vocational future
bright with promise. This, after
all, is in essence the recipe for fi
nally securing recognition and suc
cess, not only in the professional
practice of Accountancy, but in the
allied fields of general business and
Federal and municipal employment.
Mr. Hutchinson’s own opinion of
the value of the study of Account
ancy and Business Administration
is succinctly set forth in the fol
lowing letter:
“ In my opinion, all young men
or women expecting to make any
phase of business their life work
could not spend their time, whether
it be in school before starting on
their career, or their spare time in
the evenings after commencing
work, to better advantage than in
pursuing a course in Accountancy
and Business Administration.
“ This applies not only to those
who contemplate taking up the
practice of Accountancy as certified
public accountants, but with equal

[Forward to page 14
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By
John P.
Maloney,
B.S., LL.B.,
Law
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New York

was returned to the bank which
THE custom of cer
paid the amount thereof. Upon
tifying checks
discovery of the forgery, the bank
originated among
December, 1920
demanded repayment from the per
the bankers of New
son to whom it had paid the money.
York City about
the middle of the last century, It was decided that the bank which paid the
and arose out of the need and raised check could recover from the person to
desire to have this form of whom it paid the money, because the bank by
paper circulate as freely as its certification did not warrant the genuine
money. Certification is accomplished when an ness of the body of the check.
The Negotiable Instruments Law provides
officer of the bank on which the check is drawn
writes or stamps the word “ good ” or “ certi that where a check is certified by the bank
fied,” or equivalent terms, upon the face of the upon which it is drawn, the certification is
check, adding the date, and signing his name equivalent to an acceptance; and the liability
thereto. This may be done by the drawer before of an acceptor is that he will pay according to
the tenor of his acceptance, and admits (1) the
delivery or by a subsequent holder.
Under the Negotiable Instruments Law, it existence of the drawer, the genuineness of his
is now established as a uniform rule that cer signature, and his capacity and authority to
tification of a check, like the acceptance of a draw the instrument; and (2) the existence of
draft, must be in writing. The effects of cer the payee and his, at that time, capacity to
tifying a check which has been issued and is endorse. From the above, it follows that, if
in the hands of a payee, or subsequent holder, the signature of the drawer on a check or
and has been certified at the holder’s request, draft has been forged, and if the instrument has
been accepted or certified, the bank becomes
are as follows:
(1) The bank warrants the signature of the liable on the instrument to a holder in due
drawer and the genuineness of the signature. course, but not for any changes in the body of
But the certification does not warrant the genu the instrument.
Should the drawee bank make a mistake and
ineness of the body of the check.
(2) The bank warrants that there are suf certify a check when there are no funds, or in
sufficient funds, to pay, the bank is nevertheless
ficient funds to pay the check.
(3) The bank becomes the principal promis liable upon its warranty. In practice this rarely
sor upon the instrument, and promises to pay happens, because when A, or a holder, takes
the amount of the check to any holder in due his check to his bank for certification, the latter
will not certify it unless the balance of his
course.
(4) The drawer is discharged from further account will warrant the bank’s assumption of
liability. This is done upon the theory that a the warranties above named. If it does certify,
novation has taken place, the holder impliedly it will immediately charge A’s account with the
agreeing to accept the promise of the bank in amount of the check, and hold the money to
place of the drawer. It follows that all en pay the same when presented. Since the money
dorsers upon the check prior to certification ceases then to be the property of the drawer
and is set aside to meet the check, and since
are also released.
A bill of exchange, drawn for a large amount the drawer can not withdraw those funds, the
by a drawer in South America, was presented law holds that the drawer is released from
for acceptance to a private bank in New York, liability.
If the depositor in a bank draws a check
where the drawer had funds. The banker was
in doubt as to the signature of the drawer. which is subsequently certified to a holder in
What would be the liability of the drawee bank due course by the bank, and if the bank be
if the draft were accepted, and if the drawer’s comes insolvent, the holder, having taken the
signature were forged? If the banker had direct promise of the bank, must look to it,
accepted or paid the bill to which the drawer’s since certification discharges the drawer and
signature had been forged, he would have been the endorsers. In New York, the holder, in
liable, and could neither repudiate the accept such a case, would get no preference over any
ance nor recover the money paid. If, how of the other creditors of the bank. The holder
ever, the forgery is in the body of the instru of the check could have insisted upon payment
ment, the rule is different, and the drawee can instead of having taken an acceptance; but, hav
ing elected to take the latter, he then puts his
recover.
A depositor in a bank drew his check to the reliance upon the bank’s promise that it will
order of B for the sum of $8.12, and B altered pay the check when presented.
This promise of the bank, however, is to pay
the check so that it appeared to be for the sum
of $1800.12, and in that condition, presented it according to the tenor of the instrument, so
to the bank for certification. The bank certified that if A draws a check on B bank and de
the check upon presentment. The check was livers it to C, who endorses it to D, and if D
subsequently deposited in another bank for causes it to be certified by the B bank and
which credit was given. The check so raised thereafter raises the amount in the body of the
4
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Certifica check or changes the date, and
The
amount of that check. It follows,
tion of passes the check on to a holder in PACE STUDENT therefore, that the drawer is re
lieved from liability on the check,
Checks due course, such holder can not col
December, 1920
lect from the bank upon the amount
and if the holder chooses to have
(Continued) so raised. In other words, the bank
it certified instead of paid, which
does not warrant, when it certifies a check, that he could have done in the first instance, he
it will pay other than the check as presented for would do so at the peril of discharging the
certification, and, as set forth above, that war drawer. Therefore, the holder of the check
ranty does not extend in any form to the body must look to the bank and can not recover from
the drawer.
of the check.
The rule is different, however, when the
In the above case, an innocent holder in due
course took the check, as certified and raised, drawer procures the certification himself, be
to the bank and asked the teller if the check fore delivery, because the holder of the check
were good. He was informed that it was. It takes no part in the certification, and it is done
was held that even this oral affirmation that without his knowledge. He makes no election
the check was valid in all particulars did not as between having the check paid and having
make the bank liable, even though the bank had the funds set aside to meet it at a future time,
a record of the amount on the face of the check by having it certified. There being no affirma
when it was presented in the first instance for tive action on the part of the holder in this case,
certification and before the check had been the drawer is not relieved from liability, but
raised. “ It was the ordinary inquiry whether is secondarily liable after the drawee, so that
a check was good or whether the certification if payment is refused because the bank becomes
was good, and the reply was the ordinary reply insolvent, or for any other reason, the holder
that it was good, and imposed upon the bank may then look to the drawer.
An ordinary check does not act as an assign
the liability which such a reply under ordinary
circumstances imposes. The bank was not ment of the funds of the depositor. If this were
called upon for any of the facts in its possession so, checks would have to be paid in the order
drawn, and the depositor would have to notify
in reference to this draft.”
The bank might have been held liable if the the bank of each check as drawn; but when the
inquiry had been broader, on the ground of bad bank certifies a check, it is then treated as an
faith or negligence. If the inquirer had asked assignment of the funds represented by the
the bank if they had set aside the amount to check.
meet this check, as raised, and they, without
The drawer of a check can always revoke or
looking up their records, had answered “ yes,” stop payment upon it by giving notice, usually
undoubtedly, on the ground of negligence, the in writing, to the bank; but since the purpose
bank could have been held. As a rule of of certifying a check is to enable the holder of
practice, one should, upon inquiring as to it to use the check as money, payment can not
the validity of a certified check, ask care be stopped after a bona fide holder has pro
fully the details of the certification by the cured certification.
If a check has been altered after certification,
bank originally.
The relationship between a bank and deposi an innocent holder, under the present rule, can
tor being that of debtor and creditor, a deposi enforce payment as of the original tenor,whereas
tor, in case of insolvency, is entitled to set off the bank, as set forth above, if it should pay a
any debt he owes the bank against what the sum in excess of the amount it certified, can
recover back from the payee holder the dif
bank owes him.
A drew his check on the B bank, and deliv ference between the original and the increased
ered the check to C in due course for value. amounts. As set forth above, the alteration of
C caused the check to be certified by the B bank a check before certification binds the bank only
and, in the afternoon of the same day, presented upon its warranties, which are the genuineness
the check as certified for payment, which was of the drawer’s signature and his capacity to
refused, because, between the time of its certifi draw, and the existence of the payee, and his
cation and its second presentment for payment, capacity to endorse; so that here also the bank
the drawee (the B bank) had failed and gone can recover back money paid under a mistake
into the hands of a receiver. Did this certifica of fact, from the person getting the money, in
tion operate as a payment of the check as be excess of the amount payable upon the check as
tween the parties A and C? After a check has originally drawn.
It should be borne in mind that an action
been certified, the drawer of the check can not
draw the funds then in the bank necessary to brought against a bank by a depositor for the
meet the certified check. That money is no payment by the bank of a forged or raised check
longer his. A could not have withdrawn the can not be brought unless the depositor noti
money after certification, because it had already fies the bank within one year after the return
been appropriated to meet the check by certifi to the depositor of the voucher of such pay
cation, and the drawer could have no remedy ment that the check so paid was forged or
against the bank to secure for himself the raised.
5
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H
SMALL auto-supply store be Q
A
came incorporated on July
does not publish
ace tudent
15th last. Books had not been kept
answers to all of
December, 1920
in the past; therefore, an estimated
the questions re
ceived, but only to those which Balance Sheet was made up and accepted by a
we deem to be of general in resolution adopted by the board of directors.
terest to our readers. A com The writer was called upon to set up their
munication, in order to receive books. An inventory was taken and a system
attention, must contain the name and the ad was installed for recording sales, purchases,
dress of the person asking the question.
cash, etc. It was decided to close the books at
the end of July, and monthly thereafter. In
ILL you please give, through the col closing July, the writer now finds that no at
Q
umns of The Pace Student, proper Jour tempt was made to follow out the system, and
that things are in a very confused state, espe
nal entries in the following problems?
A large oil company about to organize and in cially the sales.
On the last day of August, they have been
corporate has purchased leases from three (3)
groups of capitalists. Stock is to be issued— instructed to close the store and take an inven
1,000,000 shares of the par value of $1 each, and tory of stock, equipment, etc., and to list off all
stock in the company is given for the purchase accounts receivable and payable that are open,
notes, cash balances, etc., and make a clean start
price of the oil leases.
Illustrative entries covering the taking over September 1st. The accounts, of course, will
A
of the oil leases from the three groups of capi not balance with the initial Balance Sheet.
What, therefore, should be done with the differ
talists would be as follows:
ences? Should the balances in the current asset
and liability accounts be charged and credited
OIL LEASEHOLDS .................................. $ xx
To CAPITALIST A, VENDOR...
$ xx to Profit and Loss?
For lease taken over.
Your advice in the matter will be greatly ap
preciated.
OIL LEASEHOLDS .................................. $ xx
The situation you outline demands the same A
To CAPITALIST B, VENDOR...
$ xx
treatment as though a single-entry set of books
For lease taken over.
had been kept. Briefly stated, the procedure
OIL LEASEHOLDS .................................. $ xx
would be to prepare a Comparative Statement
To CAPITALIST C, VENDOR...
$ xx
of Assets and Liabilities, as they stood at July
For lease taken over.
15th, and as at July 31st. If this statement is
When stock is issued to these capitalists, en accurate, the net increase or decrease in capital
will be the profit or loss for the period, after
tries would be passed as follows:
adjustment for any additional contributions of
CAPITALIST A, VENDOR..................... $ xx
capital or withdrawals of capital.
To CAPITAL STOCK.......................
$ xx
On the basis of the figures shown in the Com
For settlement of purchase obligation.
parative Balance Sheet, it would be desirable
to open a new set of accounts, disregarding the
CAPITALIST B, VENDOR..................... $ xx
To CAPITAL STOCK........................
$ xx old account balances. The old accounts could
For settlement of purchase obligation,
be arbitrarily closed in the Ledger and the new
accounts opened. The Journal entry necessary
CAPITALIST C, VENDOR..................... $ xx
to
open these new accounts would be a debit
To CAPITAL STOCK........................
$ xx
to the specific assets, as shown by the Com
For settlement of purchase obligation.
parative Statement of Assets and Liabilities, a
Your letter is not quite clear as to the exact credit to the specific liabilities, a credit to the
consideration, because you say “ stock is to be Capital Account (or if a corporation, to the
issued—1,000,000 shares of the par value of $1 Capital Stock Account), and a debit or credit
each, and stock in the company is given for the to Profit and Loss for the net profit or loss, as
purchase price of the oil leases.”
shown by the comparative statement. The books
We have assumed that you mean that 1,000,000 could then be kept on the double-entry basis.
shares all told will be issued.
An alternate procedure would, of course, be
The total values set up as charges to the to make a detail analysis of the transactions in
Leasehold accounts will be the purchase price, the records themselves, with a view to restoring
as indicated by the 1,000,000 shares of stock the books to the double-entry basis. This pro
cedure would, in all probability, however, be
at $1 each.
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Unless you can send us additional A
comparatively expensive, and if the
Comparative Statement of Assets
ace tudent details with respect to your busi
ness—how the material is received,
and Liabilities procedure is satis
December, 1920
how stored, and how shipped—we
factory to your client, it will
answer the purpose from an accounting view can give you little assistance. A form is part of
an operating or accounting system, and in order
point.
(Continued)
So far as a resolution of the board of directors properly to design a form, it is as necessary to
goes, it would probably be sufficient to have know in detail the conditions to be met as it is
them adopt a resolution to open new books of for a doctor to know the symptoms which a
account on the basis of the statement of assets patient exhibits before writing his prescription.
and liabilities, as at August 31st, or if such a
EMBERSHIP. At a meeting of the Club The
statement is prepared as at July 31st, then at
Council of The Pace Club of New York, Pace
the latter date.
held on Saturday, November 6th, it was decided
N case this firm should adopt the practice of to amend the by-laws to provide for new mem Club
Q
paying bonuses to the employees, would this bers a term of membership running for a period
be allowed to be deducted from gross incomeof one year from the last day of the quarter in
before the Government tax is levied? If it is which application is made. This plan means
not asking too much, would you please inform that no member, upon joining the club, will re
me how these bonuses should be handled on the ceive a ticket good for less than twelve months.
All students and graduates of the Pace
books of the company with the Income Tax
Standardized Courses are urged to join the Club
statement in view?
We have several times in these columns stated under this new plan and to stand ready to take
A
that we prefer not to answer questions with part in all of its activities. With wonderful
respect to Income Tax. Tax information can prospects for a brilliant future for the Club,
be secured by writing to the Commissioner of membership will become a most desirable privi
Internal Revenue, Washington, D. C. The lege. Dues will remain, for the present at least,
proposition you outline is, however, covered by at $1.00 a year. Membership cards can be ob
Article 107, Regulations 45 (1920). This article tained on application to the Membership Com
mittee at 30 Church Street.
is as follows:
“ Art. 107. Bonuses to employees. Gifts or
PINS. Every Pace Club member is entitled
bonuses to employees will constitute allowable to wear and should wear the Club insignia.
deductions from gross income when such pay These can be had at $.75 for gold filled and $1.50
ments are made in good faith and as additional for 10K gold, in either safety clasp or screw
compensation for the services actually rendered post and washer type. Checks should be made
by the employees, provided such payments, out to the order of the Club.
when added to the stipulated salaries, do not
EDUCATIONAL. At the time of going to
exceed a reasonable compensation for the ser press, preparations are under way for a lecture
vices rendered. Donations made to employees by Mr. Homer S. Pace, C.P.A., on the subject of
and others, which do not have in them the ele “ Factory Organization and Accounting,” to be
ment of compensation or are in excess of reason held on November 20th. This lecture will be of
able compensation for services, are considered great value to the Club members. It is to be the
gratuities and are not deductible from gross first of a series of lectures of interest to Pace
income.”
Club members.
With respect to handling the matter on your
books, it would be advisable to charge a nominal
account, such as Bonuses to Employees, for the
NEW DAYTIME CLASSES
amount of bonuses given to employees.
Question
and
Answer
Depart
ment
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AM writing you in regard to an inventory
Q
system to use in a warehouse business.
These are perpetual inventory sheets or cards
where a record is made from day to day.
I am thinking of putting in one of these sys
tems, and should like to get a sample of some
forms. If you have nothing or can not make
any suggestions, can you put me in touch with
some concern that might help me?

I
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erroneous guess at what should be done in the
solution of a delicate problem—any one of these
or similar things—clogs the managerial flow and
thwarts the “ free working of managerial intent.”
It is “ on the basis of specific facts ” that
managerial control is best secured. And, ordi
narily, “ specific facts ” may be most effectively
secured through standardized written reports,
personal observation, and collateral testimony
from the purchasing public as to the quality of
the wares and the service. Broad, general state
ments and hasty impressions are valueless—
they usually deflect the flow of managerial in
tent from its established routes and. channels,
and substitute guesswork for definite, exact
knowledge.
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Editorial

IDEAS rule the world—if they
are workable. And in order to
be workable, they are almost al
ways the fruit of long, laborious
thinking. Many people super
ficially conclude that workable
ideas spring full-born from the
brain of the creator, like Mi
Workable nerva from the forehead of Jove. The germ of
Ideas an idea may, of course, have come in a moment
of inspiration, but, before it can be made work
able, it must be defined, developed, modified,
elaborated, and reconstructed in the light of
experience. Consider the inventions and dis
coveries of science, and the abiding principles
and formulas of government that control our
actions. They are the fruits of purposive
thought, sustained, in many cases, over long
spans of time. Therefore, generate ideas, but
before you pin your faith to them, make sure
that, when applied to practical conditions, they
will work.

O you wish, in the few minutes you are Friendly
waiting, to read? Copies of our litera Interest
ture are in the rack. To write a letter? Sta
tionery will be furnished, or a stenographer to
take your dictation?” This notice, printed in
large type and attractively framed, reaches the
eye of every visitor who is ushered into the
comfortably furnished waiting-room of the
Atlas Portland Cement Company, 30 Broad
Street, New York City. It is a notice which
tersely reflects the spirit of this progressive
organization—the spirit of friendly interest in
the other fellow, whoever he may be, and what
ever may be the purpose of his call.
This spirit apparently pervades the entire
organization. When I called the other day to
see one of the chief executives—though with
out an appointment—the information man
greeted me with a friendly smile and showed
that he was as much concerned about serving
my interests as about conserving the time of the
executive that I wished to see. The result was
that in less than a minute I felt completely at
home. After waiting a little time, an office boy
came into the reception-room and asked me if
I would not “ please step this way; Mr. Blank
will be very glad to see you now.” Note the
word “ please ” and the expression “ be very
glad.” Mr. Blank, though very busy and not
knowing what I wanted to see him about, never
theless was most friendly in attitude and in
greeting.
It so happened that my proposition was favor
ably received. Still, if it had not been, I should
have gone away from the office of the company
feeling much more friendly toward the organ
ization than I often have felt when I have got
what I went after. Many organizations could
well afford to imitate the organized policy of
the Atlas Portland Cement Company in this
most important respect.

D

Flow of "NO organization mechanism can be fully
satisfactory, unless provision is made for
Managerial
the
free
working of managerial intent on the
Intent
basis of specific facts ”—an excerpt from a
Pace lecture on “ Management and Costs.”
Executive attention is especially directed to
two phrases, “ free working of managerial in
tent ” and “ on the basis of specific facts.” There
can, of course, be no real management unless
the matured purpose of the management finds
expression in the coordinated activities of all
the men and women, from the office boys, tele
phone girls, and stenographers, up to the direct
ing executives—persons who, in the aggregate,
comprise the personnel of the enterprise. A
single instance of discourtesy over the tele
phone, one letter giving a wrong impression of
the spirit of the concern, an error in the per
formance of a definite instruction, a single
8

The basis of distribution of these and
All raw materials, supplies, and fin
The
other expenses sometimes becomes a
ished product should be kept in a store
ace
question which can be solved only by the
room in charge of a storekeeper who
exercise of good judgment, but the fol
should be held responsible for the safe
December, 1920
lowing will prove quite satisfactory,
guarding of the stocks entrusted to him.
When it is necessary for the factory to draw raw ores, provided the proportions of each expense charge( Continued) acids, chemicals, supplies, etc., from the storeroom, able to the various departments are reasonably
the foreman of the particular department should pre correct:
sent to the storekeeper a written and signed order on
Item
Distribution Basis
a form provided for that purpose, specifying the kind Depreciation of buildings Space occupied
and quantity of material required, date, department,
Depreciation of equip
job, and operation number for which it is intended.
ment
Value by departments
The foreman of each department, or a timekeeper Insurance of buildings
Space occupied
under his supervision, should keep an accurate record Insurance of equipment
Value by departments
of the individual workman’s time, reporting the labor Repairs and maintenance
hours by job and operation number on time-sheets
of buildings
Space occupied
which are sent daily to the Pay-roll Department for Repairs and maintenance
extension, posting, and recording. As the operation
of equipment
Department benefited
number is sufficient indication of the character of the Rent (if any)
Space occupied
labor performed, there is no need of specifying it in Taxes on real property
Space occupied
detail. For that reason, the time of a number of men Taxes on personal prop
may be reported on one time-sheet, eliminating the
erty
Value by departments
necessity of an individual record for each workman.
Power
Meter consumption
Where the charge for material or labor is indirect, Water
Meter consumption
that is, not applicable to a particular job or opera
Boiler-plant expense
Estimated percentage
tion, it should be allocated to some expense account,
Machine-shop expense
Chargeable hours
as shown by the Chart of Accounts hereinafter men Storeroom expense
To departments in pro
tioned. Where possible, however, the charges should
portion to weight of
be made productively and not to an expense account,
materials handled for
as this is the more equitable way of allocating ex
each
pense. Furthermore, as it is admittedly difficult to Laboratory expense
To departments in pro
apportion overhead accurately, the less there is to
portion to number of
distribute, the more exact will the costs be.
analyses made for each
Now that we have disposed of the elements of direct Shipping dept. expense
To General Ledger as
cost, which have been touched upon but briefly be
selling expense
cause of their relative simplicity, we have to under General factory expense
Estimated percentage
take the distribution of factory burden, the most
With the factory departmentalized, it is a matter
troublesome phase of any cost-accounting system. No
scheme of distribution can be devised that will reflect of routine to collect and accumulate departmental ex
perfect accuracy and give entire satisfaction; the most penses, provided a sufficiently comprehensive Chart
that can be accomplished is a distribution that will be of Accounts be prepared and the foremen instructed
fair and just, and founded on recognized principles. how to use properly the accounts therein listed. The
The first point to consider is on what basis shall the following chart is probably extensive enough to cover
distribution be made. Among the methods in common the needs of a moderate sized plant, but lends itself
very readily to enlargement, should occasion require.
use may be mentioned:
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1.
2.
3.
4.
5.

Student

Percentage of material cost
Percentage of labor cost
Percentage of direct cost
Rate per machine-hour
Rate per labor-hour

MAIN ACCOUNTS

The last method seems to be the best one for our
purpose, not because of any particular points in its
favor, but because it has fewer objectionable features
against it. The first three methods are rejected be
cause of the fluctuations in costs of material and
wages, and the fourth because machinery plays but
very little part in tungsten manufacture. The’ rate
per labor-hour may be calculated by dividing the total
expense for the particular department by the total
number of productive hours for that period. This
should be calculated monthly, but without necessarily
changing the rate used in figuring the costs, unless,
after a certain period of time, this rate is manifestly
too low or too high, as reflected by the balances in
the departmental accounts. It must be borne in mind,
however, that there will be some departments which
are non-productive, such as the boiler-plant, store
room, and laboratory, and that the expense of these
departments must first be distributed to the productive
departments before calculating the overhead rates.

Symbol
A
B
C
D
E

Department
Grinding and Mixing
Furnace
Oxide
Reduction
Finishing

SR
SD
BP
L
M
X

Storeroom
Shipping Department
Boiler Plant
Laboratory
Machine-Shop
General Factory

Productive

J

Non-Productive

SUB ACCOUNTS
Symbol
1
2
3
4
5
6
7

9

Expense Item
Accidents
Boxes, Cases, and Containers
Defective Material
Depreciation—Buildings
Depreciation—Equipment
Express, Freight, and Parcel Post—Mis
cellaneous
Insurance—Buildings
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8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
99

Insurance—Equipment
Lighting Expense
Overtime Expense
Power
Repairs and Maintenance—Buildings
Repairs and Maintenance—Equipment
Salaries and Wages—Foremen
Salaries and Wages—Indirect
Salaries and Wages—Office
Service Expense—Towel Service, Ice, etc.
Small Tools
Stationery
Supplies—Miscellaneous
Telephone and Telegraph
Taxes—Real Estate
Taxes—Personal
Water
Unclassified

Sundries to General Ledger........................
$ xx
For invoices charged for the month of
............... , as under:
Raw Ores .......................................................... $ xx
Raw Materials ...............................................
xx
Miscellaneous Stores ..................................
xx
Dept. A Expense ...........................................
xx
Dept. B. Expense ...........................................
xx
Etc., etc................................................................

The Stock Ledger consists of a series of cards of
convenient size ruled to provide for recording the
receipt and disbursement of all materials, supplies,
etc., and all facts in connection therewith, such as
date, description, cost, classification, etc. The debit
entries are made from the invoices after they have
been recorded in the Invoice Register, and the credit
entries from the Material Requisitions, so that a per
petual inventory is carried at all times, which is in
valuable, not only from a managerial standpoint, but
as an insurance record as well. These stock cards are
classified into four major divisions, as shown in the
list of Ledger accounts, namely, Raw Ores, Raw Ma
terials, Supplies, and Metal Stock, in preference to
one general classification, such as Stores Account, as
it is often desirable to know quickly the value of
these stores divisions.
The Pay-roll Book provides for recording the daily
time of all employees of the factory, the date, name,
number, and rate of each employee, department, and
total wages. The entries are made each day from the
foremen’s time-sheets, and at the end of each pay-roll
period, the pay-roll record is checked against the
workmen’s time-card. A report of the wages due is
made to the main office where a voucher is prepared,
a check drawn, and the amount charged to the Factory
Ledger, where it is distributed to the proper accounts
by a summarization and analysis of the time-sheets,
the effect of the entry being as follows:

Let us turn now to the books and records required
by the Accounting Department for keeping the ac
counts and preparing cost and other statements. The
following will suffice for all ordinary purposes:
Factory Journal. For opening, closing, adjustment,
and unusual entries.
Factory Ledger. For all factory accounts, com
prising Stock Accounts, Departmental Expense Ac
counts, Work-in-Process Accounts, and Sundry Con
trolling Accounts.
Stock Ledger. A series of cards on which are kept
individual accounts for each item of stock, and which
are controlled by the Factory Ledger.
Invoice Register. In which invoices for all mate
rials, supplies, service, etc., are recorded and dis
tributed.
Pay-Roll Book. In which the time record of all
factory employees is kept, and from which the pay
roll is calculated.
Work-in-Process Ledger. A loose-leaf book in
which is kept a record of labor and material charges
to jobs in process and controlled by the Factory
Ledger.
Requisition Analysis Book. In which are recorded
and analyzed all factory requisitions after they have
been priced, extended, and entered on Stock Ledger
cards.
Closed Order Record. In which the cost of com
pleted jobs is analyzed.
Shipping Order Record. In which is recorded the
cost of the finished product shipped.
The Factory Ledger, which may be of the ordinary
standard ruling, will contain the following accounts:

Sundries to General Ledger ......................
For distribution of pay-roll for the
period ending............... , as follows:
Labor-in-Process .............................................
Dept. A Expense ...........................................
Dept. B Expense ...........................................
Etc., etc................................................................

$ xx

$ xx
xx
xx

The Requisition Analysis Book provides for the dis
tribution of the cost of all materials and supplies
drawn from the storeroom. At stated intervals, pref
erably twice each day, the storekeeper will forward
to the Accounting Department all material requisi
tions which have been filled. They will then be priced,
extended, checked, and posted to the stock cards,
after which they will be entered in this record. At
the month-end, a summary posting is made to the Fac
tory Ledger from the totals, as follows:

General Ledger Controlling Account
Raw Ore Account
Raw Materials Account
Miscellaneous Stores Account
Metal Stock Account
Labor-in-Process Account
Material-in-Process Account

Sundries to Sundries ............................................... $ xx
For transfer to cover stock with.
drawals for the month of............... :
Material-in-Process .......................... $ xx
Dept. A Expense................................
xx
Dept. B Expense................................
xx
Etc., etc...................................................
Raw Ores ................................................. $ xx
Raw Materials ......................................
xx
Miscellaneous Stores ..........................
xx

and an expense account for each department, both
productive and non-productive.
The Invoice Register is designed to record daily
all invoices covering materials, supplies, services, etc.,
chargeable to factory operations, after they have been
checked and vouchered in the main office. They will
be credited in the General Ledger to Vouchers Pay
able and charged to Factory Ledger. At the monthend, the register is totaled and a summary posting
made in the Factory Ledger, as follows:

' The requisitions should be consecutively numbered
and accounted for in order that no withdrawal from
10

Sundries to General Factory Expense...
For transfer as under for month of.. ..
Dept. A, Expense ...........................................
Dept. B, Expense ...........................................
Etc...........................................................................

stock may be unrecorded. After they are posted to
the Work-in-Process Ledger, they may be filed for
future reference.
The Work-in-Process Ledger provides for the ac
cumulation of job costs, and should be a loose-leaf
book having one or more pages for each job, ruled in
( Continued) such a manner that labor and material charges may
be posted daily from time records and material requi
sitions. They will be numbered consecutively for
each job, and should contain a column for each pro
ductive department’s time charges in addition to a
column for material charges. Provision should also
be made for a cost summary which is calculated on
completion of the job, by totaling the material and
labor charges and applying the overhead.
The Closed Order Record is a columnar-ruled book
in which are posted from time to time the costs of
completed jobs as shown by the closed sheets which
are removed from the Work-in-Process Ledger and
passed through this record. It should provide col
umns for recording the date of completion, job num
ber, total cost, and distribution of cost. At the end
of the month, the book is totaled, the total cost being
a debit to Metal Stock Account and the details of
the cost being credits to Material-in-Process, Laborin-Process, and the departmental expense accounts,
effect being given to the various accounts by means
of a summary entry, as follows:
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Metal Stock Account to Sundries.............
For cost of jobs completed during the
month of............... , as under:

$ xx
xx

Similar journal entries will be made each monthend to distribute to the productive departments the
expense of the Boiler-plant, Machine-shop, Storeroom,
and Laboratory, the basis of distribution being out
lined previously. The Shipping Dept. Expense will
be charged to the General Ledger as an additional
charge to cost of sales, which closes the last account
for preparation of the trial balance. This statement
will reflect only the balances of the following ac
counts :

General Ledger
Raw Ores
Raw Materials
Miscellaneous Stores
Metal Stock
Material-in-Process

Labor-in-Process
Dept. A Expense
Dept. B Expense
Dept. C Expense
Dept. D Expense
Dept. E Expense

and as a further aid to the management, may be pre
sented more elaborately and in detail, thus:
General Ledger ................................
$ xx
Raw Ores:
Lot #25 ........................ ............. $ XX
XX
Lot #32 ........................
XX
Lot #47 ........................
$ xx
Raw Materials:
Acids .............................. ............. $ XX
XX
Soda ................................
XX
Coke ................................
XX
Coal ................................
XX
Miscellaneous ...............

$ XX

$ XX

Labor-in-Process
Dept. A, Expense
Dept. B, Expense
Etc., etc.................

$ xx

XX
XX
XX

XX

The balances in the Material-in-Process and Laborin-Process Accounts represent the value of work-inprocess, and may be checked against the totals of the
cost sheets in the Work-in-Process Ledger. The bal
ances in the departmental expense accounts represent
the overhead applicable to the labor-in-process.
The Shipping Order Record is a running record of
shipments of metal, and is made from a duplicate
copy of the Shipping Department’s orders. As ship
ments are made, these duplicates are priced from the
stock card, a credit entry being made thereon and the
cost entered in this record. The total cost of orders
shipped is charged monthly to the General Ledger,
and a corresponding credit given to Metal Stock Ac
count by a summary entry, thus:
General Ledger .............................................
To Metal Stock Account.....................
For cost of metal shipped during the
month of ............... :

Miscellaneous Stores:
Small Tools ................................
Boxes, Cases, etc........................
Pipe and Fittings.....................
Miscellaneous ..............................

$ xx
xx
xx
xx

xx
Metal Stock

#

Work-in-Process:
Labor .............................................
Material ........................................
Burden ..........................................

XX

$ xx
xx
xx

XX

XX

One of the fundamental principles of a cost ac
counting system is that the accounts must tie up with
the General Ledger, and it will be noted that this
principle has been carefully observed. Many so-called
systems “ go on the rocks ” because of the failure to
appreciate this very point. By means of the check
which the General Ledger has on the factory costs,
the management is assured of accurate costs, which
will not only inspire confidence in them, but a wider
and more appreciative use of them.

$ xx

$ xx

We have now to consider the distribution of the
expenses of the non-productive departments, and some
difficulty may be encountered here because no accu
rate apportionment is possible since there is little, if
any, basis for its calculation. Particularly is this true
with respect to General Factory expense, and the only
distribution possible is an arbitrary one, made with
the greatest degree of fairness and good judgment.
The total charges to this account are apportioned, at
the month-end, to the other departments by means of
a Journal entry, as follows:

NNOUNCEMENT was recently received of the
marriage of Major Ernest L. Osborne, graduate
of Pace Institute, Washington, to Miss Gladys
M. Fogg, of New York City. A sketch of Major
Osborne’s somewhat unusual business and professional
career will appear in a later issue of The Pace
Student.
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P OFESSIONAL
R
accountants, need
less to say, are
expected both by
the public and by
the firms they are
associated
with
to comport them
selves in a truly
professional man
ner in respect to
all relations with clients. Most of
the leading professional Account
ancy firms have codes of conduct
which all members of their staffs
are required to observe. One of
the most comprehensive of such
codes is that prepared by Haskins
& Sells, one of the best known Ac
countancy firms. The code, pub
lished with the permission of Has
kins & Sells, is as follows:
These pages are intended as a
source of information and general
guide to the members of the staff
in the matter of professional con
duct. Confidential matters relating
to professional conduct and tech
nique are embodied in a volume en
titled “ Confidential Instructions,”
which is on file in the library. All
instructions should be consulted
frequently, until the accountant is
entirely familiar with them.
It is considered desirable that all
members of the staff learn as quick
ly as possible the ways of the
firm, grow into harmony with its
ideals and traditions, and absorb its
technique. It is important that each
one have the proper point of view,
assume the proper attitude toward
his work, and appreciate the respon
sible function which is delegated
to him as a representative of the
firm. The file of the monthly Bul
letin, which is in the library and
which gives something of the his
tory and development of the firm,
will be found helpful in this re
spect. It is the desire of the firm
that members of the staff confine
their attention exclusively to the
work of the firm, and concentrate
thereon with the purpose of coop
erating in the rendering of effective
service to clients.
The department for professional
training has the function of ac
quainting new members of the staff
with their professional relations,
duties, and responsibilities; in serv
ing them subsequently in the mat
ter of advice and information—pro
fessional, technical, and personal;
in looking after their comfort; and
in planning and directing their edu
cational development.
The library is provided as a com
fortable and attractive place in
which the members of the staff work
and spend their time when not en
gaged in accounting work. A sug
gestion box located therein offers
an opportunity for communications
relating to the accountant, his work,
the work of the firm, conditions, re
lations, methods, or what-not.
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The books in the library are for
the use and information of the staff
and as well all other members of
the organization.
They may be
withdrawn from the shelves for use
in the library without consulting
any one. After having served the
purpose of the reader, they should
be left on the library table in order
that the librarian may return them
to their proper places on the
shelves. Books desired for home
reading or outside use may be ob
tained, after the mere formality of
registering them with the librarian.
Suggestions as to reading will, if
desired, be furnished by the director
of professional training.
Equipment
All equipment, such as working
bags, folders, papers, pencils, eras
ers, etc., are provided for the use
of accountants. The only exception
to this rule is a fountain pen, which
the accountant requires for certain
of his work and with which he
should provide himself.

Hours
When engaged on work in the
offices of the firm, the hours to be
observed are those prescribed for
the respective offices.
When engaged on work for cli
ents outside of the office of the
firm, accountants should, within
reason, observe the hours of the
offices in which they are working.
Any substantial extension of the
usual time, either at the beginning
or end of the day, so that the total
becomes more than eight hours,
may be ignored, or if observed,
should be reported as overtime.
In starting an engagement, time
should be charged from the hour
of departure from the office.
Fractions of days should be re
ported as eights or multiples there
of, reducing the fractions in the
summary, where possible, to quar
ters or halves.
When working in the evening, the
supper hour should, for the infor
mation of the bookkeeping depart
ment, be shown.
Reimbursement
for supper expense, in an amount
fixed by the respective offices, may,
where the work extends beyond
seven o’clock in the evening, be ob
tained from the cashier on a petty
cash slip.
Where the office of a client closes
on Saturday at noon, or at one
o’clock, so as to prevent the ac
countant from working in the after
noon, a full day should be charged.
The circumstances in such cases
should be noted on the time report.
Days spent in traveling, includ
ing Sundays and holidays, should
be charged. In such instances, the
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time should be limited to the usual
office hours.
It is the desire of the firm that
work unreasonably beyond the reg
ular hours of clients, and as a reg
ular matter, be avoided whenever
possible. This does not mean that
an accountant should display overanxiety to get away from his work.
It does mean that time in addition
to office hours as a regular thing
until it becomes a habit is unde
sirable.
Where the client presses to have
work finished within a certain time,
it is the policy to meet the desires
of the client. In such instances, or
where the circumstances are such
as to make necessary the extension
of the work beyond the regular
hours, it is hoped that accountants
will accept the situation as being
an incidence of the profession.
Overtime should invariably be re
ported.
Compensation
Salaries are paid semi-monthly.
Where so requested, checks will be
sent to the bank for deposit.
It is the policy of the firm not
to pay for overtime or extra work.
This is partly on the theory that
such practice tends to discourage
unnecessary work beyond the usual
hours, and partly that the range of
salaries paid to members of the staff
who continue in the service of the
firm is sufficiently high to compen
sate them for such encroachment
on their time. Where the condi
tions surrounding an engagement
are unusual and result in extraor
dinary demands on the accountant,
allowances are sometimes volun
tarily made by the firm.
Personal Reports
This section refers to reports
rendered by members of the staff
to the office and not reports by the
firm to clients. The former em
brace time and expense reports
(form 110a), and the miscellaneous
informal reports which from time
to time are necessary.
Time and expense reports are re
quired of members of the staff on
the 10th, 20th, and last day of each
month. No duty of the accountant
is more imperative than the prompt
rendering of this report. When it
is appreciated that the report is the
basis of the charge to clients, the
importance of promptness in this
respect will be apparent. Account
ants, when out of town, should ap
preciate especially the fact that all
reports are necessarily some time
in transit, and be governed accord
ingly.
Accountants who are assigned to
out-of-town engagements should ad
vise the office of the hotel at which
they plan to stop. If, subsequently,
a change is made, the office should
be advised promptly.
Accountants should keep the of
fices to which they are attached ad-
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vised of their whereabouts at all
times, using the wire if so far dis
ace tudent
tant that mail cannot reach the of
fice within twenty-four hours.
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When accountants are unable, on
account of illness or other reason,
The allowance for subsistence,
to report at the office, or at the
client’s office, they should have the including gratuities, laundry, and
(Continued) office immediately notified by tele pressing, will be limited to reason
phone or telegraph, in order that able amounts, depending on locality
the client may be notified. When and circumstances. Such amounts
accountants are on engagements in might, perhaps, be $4 per day in
places other than cities in which of towns and smaller cities, and run
fices of the firm are located, the as high as $7 in some metropolitan
clients’ office should be notified di cities.
Consideration should be given to
rect.
Accountants, whether in town or the probable length of time that
out, should notify promptly the of will be required to complete an en
fice to which attached of any change gagement with a view to making
hotel arrangements by the week in
of address or telephone number.
stead of by the day, in order that
a better rate may be obtained if
Expenses
It is the desire of the firm that possible.
When accountants are engaged
members of the staff shall travel
and live while on out-of-town en away from home, in cities where the
gagements in a manner befitting firm has offices, the daily allowances
their professional standing. At the for subsistence, gratuities, and
same time, since expenses are in laundry, etc., will be left to the
curred for account of clients, it is discretion of the partner or man
necessary that the expenses be kept ager under whom the accountant is
at the minimum consistent with engaged.
In cases where, owing to pressure
such status. The accountant should
live comfortably and well without of work, the accountant has not had
time to find a suitable place at
being extravagant.
In order to facilitate the book which to locate, actual expenses, in
keeping, it is preferable that the reasonable amounts, will be allowed
accountant in charge pay all travel for a period sufficient for this pur
ing and subsistence expenses of his pose.
When an accountant who is on a
assistants. This rule need not be
adhered to where circumstances, prolonged engagement is ac ompan
such as the comfort or convenience ied by a member of his family, an
of members of the party, make it allowance, depending on location
desirable that each individual pay and circumstances, will be granted,
if desired, in lieu of subsistence
his own expenses.
Accountants, previous to depart expenses.
Accountants who are about to
ing on out-of-town engagements,
are provided with funds for ex undertake engagements involving
penses. These funds should be ac expenses which are to be sustained
counted for, supporting the dis by any division of the Government,
bursements with vouchers wherever should ascertain the specifications
practicable at the time of rendering and requirements thereof, with re
time and expense reports.
gard to expense allowances and
The following indicates the char vouchers.
Travel regulations of
acter of the expenses which may be the United States Treasury Depart
incurred:
ment containing information of this
character may be consulted upon ap
Traveling:
Railroad fare (lowest first-class plication to the librarian.
through rate).
Sleeping and chair cars (one
Time and Expense Report Book
berth or seat).
This book is intended to afford
Transfers (personal and bag a convenient place in which the de
gage).
tails of time and expenses may be
Gratuities (porters in Pullman recorded, and to facilitate the ren
cars at about the usual rate dering of time and expense reports.
of 25 cents per trip of twelve
The sheets are of two kinds,
hours).
those which are ruled for expenses
Subsistence:
and a daily cash account, and those
Rooms and meals.
in blank, which are for the time
Gratuities, laundry, clothes- spent on engagements. The former
pressing, car-fares, and such need be carried only by account
things as are usual to include ants who are on out-of-town en
in expense—depending on lo gagements.
cality and conditions—from
In this book, on the blank pages,
$1.00 to $1.50 per day.
should be noted daily, the date, the
hours engaged, the engagement and
Miscellaneous:
Telegrams and telephone.
the particulars relating to the work
Stationery.
of the engagement. For example,
Other (to be itemized).
“October 15, 1917, 9-12; 1-5, War13
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burton Desk Company, Counting
cash and reconciling bank account.”
The information relating to an
engagement should be entered in
the time-book very explicitly, but
concisely, and so transferred to the
time report. It should be remem
bered that the latter record is the
only one upon which the firm may
depend when discussions with cli
ents relating to the work become
necessary. Reference to the ac
countant who did the work is not
always possible, as he may be out
of town or otherwise out of reach.
The time report should be so full
and clear as to make this unneces
sary.
Particular attention should be
given to showing clearly, where
there are subsidiary or otherwise
related companies or branches, the
work on each company or branch.
In the case of monthly audits, the
month to which the work applies
should be supplied.
If the work is performed at a
place other than that indicated by
the memorandum of engagement,
the fact should be shown, as should
work performed for clients in the
offices of the firm.
While the loose-leaf binder per
mits replacing used sheets with new
ones, the former should be pre
served by the accountant. They are
sometimes useful long afterward in
refreshing one’s memory as to pre
cisely what was being done at a
given time. They will, if desired,
be filed in the office of the firm.
Personal Conduct
Each accountant is a representa
tive of the firm. It is therefore
desirable that his conduct be a
credit to the firm. Many little
things, such as personal appearance,
personal habits, behavior, attitude
toward client and employees, go to
form the impression which the ac
countant conveys. It is important,
therefore, that care be exercised at
all times to avoid anything which
will result in placing our repre
sentative in disfavor.
Smoking in offices, for example,
frequently proves objectionable.
Accountants are therefore requested
to refrain from smoking while en
gaged in the offices of clients where
the clerical force is not permitted
to smoke, or without first ascer
taining whether or not there is any
objection to such indulgence.
Since all our engagements are of
a confidential nature, the name, or
address, or telephone number of a
client should not be disclosed. The
use of the client’s telephone for
personal matters is not desirable,
and should only be indulged in
where unavoidable. In cases of ne
cessity, communication may be had
with accountants through the re
spective offices of the firm.
Money or gratuities should not
be accepted from clients, and any
such offers should be reported to

the firm. Personal checks should
not be cashed at (client’s) offices
and only in cases of emergency will
exception to this rule be permis
sible. The necessity of having a
rule to the effect that money must
not be borrowed from clients or
employees of clients will undoubt
(Continued) edly be apparent. While the firm
does not desire to encourage bor
rowing on any scale, it much pre
fers that if an accountant finds it
necessary to borrow small sums the
application be made to the firm.
It is undesirable that accountants
become too intimate with clients
and their employees. The attitude
of the former should be one of dig
nified friendliness. Any association
which requires more than this
should be avoided. This does not
mean that accountants may not
with propriety accept reasonable
entertainment. It does mean that
the relations should not be car
ried so far as to make possible sub
sequent embarrassment.
Clients and
their employees
should not be antagonized. They
should be accorded courteous, dig
nified treatment, under all circum
stances. This may at times be diffi
cult, but is the proper position to
take. The test of an accountant’s
calibre frequently is his ability to
maintain his equanimity and dig
nity under trying circumstances.

Sugges
tions for
Pro
fessional
Conduct
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also be studied. The director of
professional training will, if de
sired, make suggestions with re
spect to the selection of such re
ports.
The accountant should place his
signature on the first page of the
comments and each page of the ex
hibits and schedules of all reports
and statements which he prepares.
If some other accountant checks the
statements, he also should sign
them, indicating the fact that he
has checked them.
Abbreviations should not be used,
and special care should be taken to
see that names are legibly written.
Accountants should bear in mind
the fact that their working papers
frequently have to be referred to
by the office; consequently, such
papers should be complete and
clear. The name of the accountant
doing the work should appear on
the upper right-hand corner of all
working papers. As far as practi
cable, standard size journal and
analysis paper should be used. Each
statement should be properly headed
with titles and dates, and, if folded,
should be properly endorsed. Su
perseded statements should be so
marked on the outside as well as
Professional Ethics
across the face. The trial balance
Accountants should not discuss should have notes opposite each
clients, their work, or any feature item as to its character, if not ana
thereof, with any one, under any lyzed, and how verification was
circumstances, except members of made. If analyses are made, they
this organization. When it is re should be referred by numbers to
alized that all the work of the pub the trial balance. All differences
lic accountant is necessarily the between book figures and figures
private business of some one else, which we are to present should be
everything which comes to his at clearly set forth in journal entry
tention should be treated as strictly supporting the working sheet.
private and confidential.
Working papers for consolidated
The bookkeeping or accounting balance sheets and income state
system of the client should not be ments should show clearly in a sep
criticised or discussed with the cli arate column all eliminations as
ent’s employees.
among component companies, and
The business, work, or character such eliminations should be sup
istics of other public accountants ported by a detailed statement giv
should not be commented upon, ing a description of each item elim
criticised, or discussed.
inated.
It is not considered good form
All work connected with an en
to discuss with the client or his gagement should be completed, as
employees such matters as the far as possible, at the office of the
length of time the accountant has client.
been with the firm or the amount
of his compensation.
PAUL A. SMITH, Pace Institute,
It is considered unethical for a Boston, and a member of the firm
member of the staff to solicit or to of George A. Smith & Company,
arrange for employment with a cli has been appointed instructor in
ent or other accounting organiza accounting at Northeastern College
tion without first discussing the School of Business Administration,
matter with the firm.
Worcester, Mass.

Professional Reports
Accountants should obtain from
the files copies of reports which
have been rendered and familiarize
themselves with the form and con
tent thereof. The working papers
accompanying such reports should

BENJAMIN ALK, who completed
most of the Accountancy Course at
Pace Institute, New York, is now
vice-president of Artcraft Play
things Corporation, makers of artcraft dolls, Brooklyn, N. Y.
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force to those who would be execu
tives, conducting the management
of business activities on behalf of
the proprietorship, or who are con
templating going into business of
some kind in their own behalf.
“ Such a training gives an insight
into the basic economic principles
underlying the conduct of business
which it is imperative an. executive
or an accountant should possess, if
he is to adjust himself and the af
fairs entrusted to his care to chang
ing conditions, and develop the
foresight and ability to plan ahead—
a necessary quality in the success
ful executive.
The conscientious
study of the subjects of Account
ancy and Business Administration,
under the direction of competent
instructors, following a well-plan
ned course, is, in my opinion, the
best insurance of success in any
phase of business activity that can
be obtained.”

Arthur W.
Hutchin
son,
C.P.A.
(N.H.)

N auditing, it is frequently im
portant to resort to short-cut
methods. One of these short
cut methods is known as the “ Cash
Proof.” The Cash Proof is used
for the purpose of reconciling the
Cash-book receipts with the bank
deposits and the Cash-book pay
ments with the canceled checks re
turned by the bank.
The Cash
Proof—
(1) Reveals all errors and adjust
ments affecting cash.
(2) Reveals all contra items.
(3) Proves the correctness of the
footings of the Cash-book.
(4) Proves the correctness of the
bank account.
(5) Exposes all items which were
entered in the Cash-book, but
did not pass through the bank
account.
(6) Exposes all items which passed
through the bank account,
but did not pass through the
Cash-book.
(7) Makes it impossible to over
look errors of omission or
commission.
(8) Develops positive control of
the cash and bank account.
The usual procedure is to make
a summary of Cash-book receipts
and a summary of Cash-book pay
ments by months. The next step is
to prepare a summary of bank de
posits and a summary of canceled
checks returned by the bank for the
same period. This latter can be
prepared from the figures in the
bank pass-book or bank statement.
If all cash receipts are deposited
and payments are made by check,
it is evident that we should be able
to trace all receipts to the bank
account, and likewise to trace all
payments. . Therefore, our total
cash receipts, as by the summary of
Cash-book receipts, should agree

Cash
Proof

I

( Continued)

By
Wm. J.
Umbach,
Member
of Ac
counting
Faculty,
Pace
Institute,
New York

Cash with the summary of bank deposits.
Proof This situation rarely occurs in ac
tual practice without some adjust

having to be made.
(Continued) ments
For example, a check drawn
and entered in the Cash-book
as a payment may be canceled,
and an entry may be made in
the Cash-book on the receipts
side, bringing the amount orig
inally credited to Cash back into
the cash as though it had never
been credited.
We have then a
credit and a debit to Cash for the
same amount. It is evident that,
after the entry is made on the re
ceipts side of the Cash-book, the
amount will be included in the total
cash receipts after the Cash-book
is footed by the bookkeeper. If
this check is not deposited, the sum
mary of Cash-book receipts and the
summary of bank deposits will dif
fer to the extent of this check, as
suming this to be the only item of
receipts which did not pass through
the bank account. In reconciling
the summary of Cash-book receipts
with the summary of bank deposits,
it would be necessary to either de
duct the amount of this canceled
check from the summary of Cash
book receipts, or add the same to
the summary of bank deposits, pref
erably the latter.
There are variations in the
handling of such items. In some
instances, we find the canceled
checks deposited, and in other
cases they are not. If, however, the
canceled check is deposited, it
would not require that adjustment
be made in the proof, as the check
has been entered in the Cash-book
as a receipt, and likewise, when de
posited, would appear among the
other deposits made, as shown by
the bank pass-book or bank state
ment.
In order to reconcile the sum
mary of Cash-book payments with
the summary of Canceled checks
returned by the bank, it is neces
sary to know the amount of out
standing checks at the beginning
and at the end of the period under
review. The usual procedure is to
deduct from the summary of can
celed checks returned by the bank
the amount of outstanding checks
at the beginning of the period, and
to add the outstanding checks at
the end of the period. The amount
so obtained, subject to any adjust
ments, should agree with the sum
mary of Cash-book payments. As
explained above, this agreement
rarely occurs in actual practice, as
some adjustments must be made.
In the case of the check which
was canceled, mentioned above, it
would be necessary to add to the
summary of canceled checks re
turned by the bank the amount of
this check, if it was not deposited,
because it had been entered as a
payment, but did not pass through
the bank account. If it was de
posited, it would have been re-
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turned by the bank with the other
canceled checks returned by the
bank after the bank had balanced
the account, and, therefore, would
not require adjustment of the cash
proof.
We also find instances where a
client discounts his own note at his
bank, and an entry is made on the
receipts side of the Cash-book equal
to the face of the note, this entry
being a debit to Cash and a credit
to Notes Payable. Another entry
is made on the payments side for
the amount of discount deducted by
the bank,' so that the difference be
tween the receipt and payment
measures the net amount credited
to the client’s account by the bank.
In making the Cash Proof, if the
bank shows in the bank pass-book
or bank statement the net amount
credited, an adjustment must be
made by deducting the amount of

Summary of Cash-book Receipts
1919
January .............................. $9,610.51
February .......................... 10,408.22
March .............................. 15,310.75

the bank discount from the sum
mary of Cash-book receipts or add
ing it to the summary of bank de
posits, preferably the latter. Like
wise, an adjustment must be made,
either deducting this amount from
the summary of Cash-book pay
ments or adding it to the summary
of canceled checks returned by the
bank, preferably the latter.
We must also watch out for re
ceipts received in a prior period,
but deposited in the period under
review, and for receipts received
in the current period, but deposited
in a subsequent period. All these
transactions must be taken into
consideration, if there are any, in
making the Cash Proof.
If all receipts are not deposited,
and if payments are not made by
check, the work becomes a great
deal more complicated; in which
event, it may be more desirable to
foot the Cash-book and examine the
entries in order to satisfy ourselves
as to the correctness of them.
Below is a typical Cash Proof:

Summary of Cash-Book Payments
1919
January .............................$11,415.70
February .......................... 11,217.65
March ............................... 12,371.52

Total Receipts .. . .$35,329.48*

Summary of Bank Deposits.
1919
January ....................................
February ..................................
March ......................................

Total Payments .... $35,004.87†

$10,752.63
11,822.31
14,987.16

Total Deposits ....................................... $37,562.10
Add: Cash-book items not deposited..
200.00
Less: Receipts of prior period.................

$37,762.10
1,855.52

Less: Deposits not on Cash-book...........

$35,906.58
577.10

Total receipts as above....................... $35,329.48*

Summary of Canceled Checks Returned by Bank.
1919
January
.................................................................. $14,382.91
February ..................................................................... 11,374.63
March ......................................................................... 12,222.57
Total checks returned by bank................. $37,980.11
Deduct: Outstanding checks at beginning.
2,685.59

Add: Outstanding checks at end...................

$35,294.52
317.75

Add: Cash items not checked..........................

$35,612.27
200.00

Deduct: Exchange items not in Cash-book

$35,812.27
577.10

Deduct:

Checks entered in subsequent
period ...........................................

$35,235.17

230.30

Total payments as above.............................. $35,004.87†
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Accountancy—does
the C.P.A. degree, a career
as a public accountant or tax
specialist, an executive position as con
troller, treasurer, auditor, or office manager appeal to you?
Pace Institute numbers among its graduates and
students thousands of men and women who have suc
ceeded in these callings—men and women everywhere
who have made good, and who demand Pace-educated
assistants.
Fifteen years of continuous teaching in New York and other
cities have made available for Pace Students—
Standardized, perfected texts and methods, nowhere avail
able except in Pace Institute and affiliated schools.
Faculty of more than one hundred instructors, especially
selected and trained for Pace Institute teaching.

Morale and backing of great body of graduates and students
—ten thousand Resident School students, taught in small classes,
with Seminar and personal tutoring for students who need special
attention.
Evening and daytime classes, beginning this month and next,
are now being organized at Pace Institute, New York, Washington,
and Boston. You and your friends are cordially invited to visit
any one of the many classes already in session. Write for a com
plimentary copy of “Making Good”—a helpful booklet that tells
of the experiences of Pace-educated men and women who have
made good in Accountancy and Business.

Pace & Pace
WASHINGTON, D. C.
715 G Street, N. W.

NEW YORK CITY
30 Church Street
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BOSTON, MASS
Tremont Temple

